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EXECUTIVE SUMMARY

The purpose of this study was to investigate successful
supermarkets in low-income inner-city communities throughout the
United States. This was done because of a concern that there are

too few supermarkets in such areas and because of the

characteristics of supermarkets which sell a large variety of
quality foods at reasonable prices.

The study describes 14 supermarkets in 10 cities, selected

from a nationwide group of 250 supermarkets identified as

successfully doing business in large city, low-income areas. The

results of the study show that there are some thriving supermarkets

within large city low-income areas -- that it is possible for

supermarkets to operate successfully in such areas. The study thus
offers direct evidence that the normal channels of retail food

trade -- modern supermarkets -- can serve to meet the evident need

for better access to quality food by many residents of the inner
cities.

The study identifies factors critical to the success of these

supermarkets as well as other factors which encourage the entry and

retention of inner-city supermarkets.

Further, the study argues that inner-city supermarkets, used
to their full advantage, can promote good dietary habits and can

positively affect the use of food stamps, the women, infants and

children program (WIC) and nutrition education programs.

The study found that the successful supermarkets were the
result of professional supermarket management being attuned to the

needs and wants of the specific communities they served. Their

success was augmented when the supermarkets, the cities and
community development organizations cooperated to create viable

food shopping opportunities in the inner city.

Additional findings of the study include:

- Some supermarkets have developed reasonable solutions to

the on going problems which have plagued inner-city
supermarkets for 25 years.

- While many supermarkets left the inner city during the
1960s, many stayed and successfully served their
communities.

- Others have returned and succeeded. In one case a major

chain has developed from a premise that adequately

serving the needs of lower-income customers can be

profitable to the company and the community it serves.



- These supermarkets successfully address the issues of

security, volume, labor and operating costs, all of which

are difficult to achieve in the inner city.

- Close working relationships with community development

organizations and city governments augment the efforts of

supermarkets to open and successfully operate in
difficult socio economic conditions.

- These supermarkets deliver a variety of reasonably

priced, quality foods in convenient locations.

- The supermarkets employ and train a significant number of

local community residents.

- The supermarkets have frequently anchored new shopping
centers, of three to twenty stores, which promote

economic development and revitalize the local
communities.

- Ail the supermarkets studied appear to be a source of

pride and hope to their customers.

POSTSCRIPT

The first draft of this study was completed on April 30, 1992

-- the day Los Angeles erupted in areas previously investigated for

this report. In the three intervening months further

investigations, highlighted in a postscript below (pp.27-28), have

confirmed the findings of this report.



...food Es elemental, and that makes selling groceries a
life-or-death matter for both the customers and the

stores. The Economist, June 1992

1. THE BROAD ISSUE: INNER-CITY'S ACCESS TO SUPERMARKETS

A. Purpose of the Study

Despite America's abundant food supply and state-of-the-art

distribution system, the low-income areas of large inner cities are

not served with a sufficient variety of quality food stores. This

is the result of a relatively low ratio of supermarkets operating
in the country's inner cities.

The purpose of this study is to determine how to improve

inner-city access to quality food through normal channels of

distribution. It seeks to do so by identifying successful inner-

city supermarkets and by isolating concrete factors that would
encourage the establishment, sustainability and viability of

supermarkets in inner-city communities. This focus on improved

access of inner-city households to supermarkets is not to suggest

that supermarkets should be the sole source of food to inner-city

residents. Rather, it is based on the observation that

supermarkets are food stores which carry a full line of

merchandise, including meat and fresh produce, and offer this wide

variety of food at reasonable prices.

B. Why Supermarkets Are Important To The Inner City

Supermarkets are a powerful element of service for consumers.

They are the food store of choice for Americans, who spend 75% of
their food dollars in their favorite supermarkets. _ The industry

defines supermarkets as self-service food stores doing a minimum

annual volume of two million dollars. For the purposes of this

study, the stores studied are the size of the average American

supermarket doing a minimum volume of $100,000 each week. This

larger volume provides the stores with the capacity to carry

sufficient goods and offer services adequate to serve its customer
needs.

Some of the proven advantages of supermarkets to the consumer
are:

- lower food costs, hence the opportunity to buy a higher

quality selection of foods within a given budget;

1992 Marketing Guidebook, (Stamford, Connecticut:

Progressive Grocer, 1991), Consumer Section, p. 1.
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- the opportunity for the shopper to buy a wide variety of

various foods· simplifying the task of choosing more
balanced diets;

- consumer education featuring budget and nutritional

advice and the promotion of healthy diets, utilizing
social marketing techniques at point-of-purchase; and

- the convenience of one stop shopping for food and related

products.

C. Potential Of Inner-City Supermarkets

The focus on supermarkets in the inner city goes beyond the
concerns of food supply and food costs. Inner-city supermarkets,

using their full resources, have the potential to promote good

nutrition among food stamp users and WIC program participants. The

role of good food markets' capacity to promote nutrition was summed

up by Dr. Sylvia Lane at a 1978 USDA Food Policy Conference.

Improving the diets of the poor involves several efforts:

- Increasing their access to food ....

- Modifying or adding to the food delivery system to

facilitate access for the poor to food of acceptable

quality at prices comparable to what others pay for the

same products.

- Increasing their consumer economic skills, especially in

effective and efficient buying.

- Increasing their level of applicable nutritional

knowledge and skills in food selection, preparation,

storage and use.

Education to amend food choices involves changing tastes and
preferences in some cases and enhancing or implementing

knowledge and skills in others. Improvement of the diets of
the poor in this manner should be an explicit policy. 2

A framework for achieving good nutrition requires adequate

resources, quality food, appropriate information and personal

choice. Food stamps and the WIC program provide the necessary

resources. Supermarkets provide the access to a variety of

affordable, quality food and access to information through
merchandising and marketing techniques.

2 Sylvia Lane· "Poverty· Food Selection and Human Nutrition"

Agricultural Food Policy Review: Proceedings of Five Food Policy

Seminars, ESCS USDA: September 1978, p. 35.



(1.) Access To Quality Food

Availability of convenient food stores where good quality food
can be purchased is necessary. Two examples:

- "Twinkies cost $2.89, and ten oranges cost $1.99. In
choosing oranges, one saves 90 cents, 1000 calories and

60 grams of fat. A store that has no oranges eliminates
that choice. Fruit should be as available as processed
food". 3

- "A simple combination of the right foods can be
nutritious. Breakfast cereal with milk and fruit is not

only quick, easy and inexpensive, it can be the key to a

nutritionally balanced diet for senior citizens. 'For

those wanting an easy way to improve their diet, the

evidence about a diet heavy in milk, fruit and cereals,

should come as good news. Increasing these foods is easy

to do - it's not a lot of work and it can improve your
nutrition intake', said Dr. Katherine Tucker." 4

It is easy if there is access to a variety of cereals. It is

easy if there is access to milk from whole to skim in assorted

sizes. It is easy if a variety of fruits are available and

reasonable in price. Access to such basics is neither easy nor

inexpensive at most stores which are available to inner-city
residents.

(2,) Access To Information

In working closely with health associations and nutritional

scientists many supermarkets help consumers improve dietary habits

by providing not only product choices but information regarding

those choices. Merchandising techniques can demonstrate good

nutritional practices and wise food buying habits. Campaigns can be

built around issues useful to WIC and food stamp recipients.

"Strategies to deal with the problem of weight control may
focus on providing behavioral interventions with the entire

family to encourage healthful eating habits, expanding federal

food assistance programs for the poor (food stamps, WIC, etc)

or using television public service announcements to promote

healthful food consumption patterns." 5

3 Carol Sugerman, "Eating Better Doesn't Mean Having to Spend
More," The Washington Post, March 11, 1992, p. Ell.

4 Candy Sagon, "The Champions of Breakfast," The Washington

Post, March 11, 1992, p. Ell.

s LLewellyn J. Cornelius, "Health Habits of School Age

Children," Journal of Health Care for the Poor and Underserved,

Vol. 2, No. 3, Winter 1991, p. 392.
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(3.) An Example - The 5-A-Day Program

"Better diets will mean longer, healthier lives for the

young and extended independence for the aged, which will
lead to the new American Revolution. It is in

prevention that each of us can make the most lasting

reform in our health care system. Prevention depends

on access to food and sound information. The 5-A-Day

Program is a current example of the elements of the food
system working together toward better health and
nutrition." 6

Launched in October, 1991 by the National Cancer Institute and

the Produce for Better Health Foundation, the 5-A-Day Program is a

produce promotion campaign designed to increase Americans'
consumption of fruits and vegetables. The program consists of
extensive retail initiatives and a consumer education campaign.

The 5-A-Day program is being promoted by retailers

representing more than 24,000 chain and independent supermarkets.

It utilizes the supermarkets' capacity to address consumers at the

point of purchase with in-store displays, merchandising materials

and advertising.

Effective, efficient supermarkets can be a first link in the

chain of preventive health care for inner-city residents.

D. Supermarkets' Role in Inner-city Revival and Development

Supermarkets in the inner city can have a positive effect on

their surrounding communities. The presence of a viable

supermarket in a neighborhood is a sign of economic life and
community vitality. As a stabilizing neighborhood institution, a

supermarket in a well-chosen inner-city location can help lead to

the regeneration of that neighborhood and of the inner-city

generally.

Frequently supermarkets anchor shopping centers of from three

to twenty stores, attracting other shops and local entrepreneurial
efforts amenable to the community. The supermarket and adjacent

commercial enterprises are a source of employment and training for

significant numbers of local community residents.

6 C. Everett Koop, address to United Fresh Fruit and Vegetable

Association, in The Packer, March 14, 1992, p. 1.
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2. BACKGROUND ON THE ISSUE OF SUPERMARKETS IN LOW-INCOME INNER-CITY
AREAS

A. The Concept of a Supermarket

Supermarkets are a distinct form of food retailing, selling a

variety of high quality foods at reasonable prices and, for most

Americans, at convenient locations. They are departmentalized self-

service food stores carrying lines of meat, produce, groceries and

related food and non-food items, featuring these products at

competitive prices.

A sketch of supermarkets' origins, purpose and critical stages
of development illustrates their uniqueness. In the 1930s, as

Americans were becoming accustomed to the impact of cars, radios

and larger cities on their lives, grocery stores remained small

corner store operations. Customers were waited on by store

personnel who placed the filled orders on counters separating goods
from the customers. For meat and produce, customers had to shop at
other stores.

(1.) Main Developer, "King" Kullen

Doing business this way began to change in the 1930s when

Michael Kullen conceived a new approach to food retailing. His

methods included a cash-and-carry policy and combined the

traditional meat, produce and grocery shops into one operation,

creating a complete departmentalized food store.

Combining the best concepts of the department store with the

low overhead of chain grocers, Kullen introduced mass food

merchandising in stores that were large for their time (6,000

sq.ft.) located in reconditioned old warehouses. He developed the

supermarket, a relatively high-volume, low-overhead, self-service,

departmentalized food store. Food prices dropped wherever

supermarkets opened. Within seven years the ideas generated by

Kullen resulted in a meaningful supermarket industry. Sixty years
later those ideas are still the basis of modern food retailing

around the world.

(2.) Operational Fundamentals
Supermarket operations are embodied in concepts of economics,

logistics and merchandising.

(a) Economics

The economics of supermarkets are based on maintaining a

relatively low overhead and relatively high volume operation. Self-

service speeds transaction time for each order while lowering labor

costs. Lower costs lead to lower prices which promote higher
volume.

5



(b) Self-service and Departmentalization

Self-service depends on the organization of merchandise in a

sequential, logical pattern of shelf location so customer and clerk

alike know product location.

Specific shelf location permits skillful allocation of shelf

space which enables a grocer to have all products needed without

investment in excess inventory.

Self-service, shelf location and space allocation create

consumer freedom of choice: the freedom to see, touch and choose

particular brands of particular items. Kullen's

departmentalization lowered America's cost of food, made one-stop

shopping a reality and created a marketplace cornucopia that has
consumers the world over envious of American consumers.

(c) Merchandising

The introduction of departments called for a larger physical

plant. The spaciousness led to large displays of product and mass

merchandising which emphasized store advertising, display and

promotional skills. These still emphasize product appeal, encourage

consumer education and development of consumer skills.

Supermarket activities of the thirties continue today. The

purpose is the same: to operate profitable businesses by serving

consumers well. The University of Chicago Graduate School of

Business describes some of its 1992 ongoing supermarket research
this way: "In the long run, the things we're working on are going

to reduce consumers' costs. We are looking at the quality of the

merchandise available, how it is displayed and the variety of

things displayed--all of which affect the shopping experience. The

faster you can get the consumer out of the store, with as much
merchandise as possible, the better off everyone is. There is a

big premium on convenience. ''7 Just like King Kullen.

B. Supermarkets in the Inner City

(1.) How the Inner City Evolved

By the end of the Civil War, people began moving to the city

seeking the manufacturing jobs and the civilities that the farm did

not offer. They would buy food, not grow it, at first from the

general store, then from the grocer and the butcher. Main Street
developed into the Downtown central business district which

provided 25% of the community's tax revenues. This pattern of

growth continued until after World War II.

7 Graduate School of Business Bulletin, (University of

Chicago: Winter 1991)



Skyrocketing marriage rates, reasonable car prices and

inexpensive mortgages after the war made the promise of suburbia as

alluring as the city had been to an earlier generation. Customers

who formerly shopped in the downtown area moved to the suburbs.

Supermarkets, by then retail leaders of the food industry, followed

their patrons to suburban shopping centers.

The growth of suburbia resulted in a process of decay of

downtown. Involved merchants working with city hall responded with

downtown rehabilitation projects. Hotels, department stores and
cultural centers were developed to attract people who would return

downtown. These projects were accomplished with city planners
desiring to retain core business districts and maintain the tax

base. Two federally funded programs financed these developments:

- The interstate highway program permitted construction of

roads to get motorists in and out of the city quickly. As
a by-product, the program resulted in the demolition of

old neighborhoods without replacing them.

- The urban renewal program paid for demolition of "slums".

Housing on the edge of the business district was replaced

with parks, theaters and high rises to accent rejuvenated

downtown. Previously stable neighborhoods, lacking

conveniences such as supermarkets and cut up by super

highways, became further disrupted. 8

Displacement of families was a prominent phenomenon of urban

renewal. Newark, for example, built 3,760 new low-income houses in

the late fifties and early sixties, but evicted 12,000 families in

the process. Living conditions were so affected by the displacement

that by 1964 violent protests, kindled by that frustration, began

in inner-city neighborhoods in New York and Philadelphia. The Watts
riots followed in 1965, as well as riots in Chicago, Detroit and

Newark in 1966 and 1967. The urban problem no longer meant decline
of downtown. Now it meant the disruption of civil order attributed

to the plight of the poor in inner cities.

(2.) Relationship of Inner Cities and Supermarkets

Residents of the inner city experienced not only a decline in

housing but the disappearance of the neighborhood commercial sector

as well. 9 Supermarkets virtually disappeared. Inner-city residents

could travel out of their neighborhoods to a supermarket or could

8 Bernard J. Friedan and Lynn B. Sagalyn, Downtown, Inc.: How

American Rebuilds Cities, (Cambridge, Massachusetts: MIT Press,

1990), p.17.

9 Downtown, Inc.: HOW America Rebuilds Cities, op. cit., pp.

39-51. The authors consider in some detail the problems caused by

urban renewal and interstate highway construction.
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shop the local small stores. Reasonable prices and product choices
were hard to find.

Some viable supermarkets continued to serve low-income inner-

city residents; some supermarket chains never left the inner city.
Most supermarkets, however, hesitated to remain or to return to the

inner city. Then the urban riots of the late sixties shook the

nation. To this day a number of industry executives recall

personal experiences or stories of burning stores, destruction and

shoplifting during that period. Supermarket management was
increasingly frustrated by the lack of security, personnel burnout

and soaring insurance rates.

(3). Awareness of the Problem of Access to Food for the Inner

City

During the past twenty-five years, a period paralleling the

development of the Food Stamp Program, supermarkets in the inner

city have been the focus of frequent studies and reports. The

issue of supermarkets first attracted interest following protests
over the rapid decline of living conditions within the inner cities

in the mid-sixties. Various investigations, studies and news
reports on the riots frequently focused on the food aspect of the
situation.

(4.) Implications

The issue of supermarkets in the inner city captured the

attention of scholars. Donald Sexton of the University of Chicago

in his 1973 study concluded that any effort to improve inner-city

food retailing must consider:

- the dearth of supermarkets in inner-city areas;

- the relative decrease of all types of food stores in

inner-city areas;

- the lack of mobility of many low-income shoppers;

- the particular mix of services needed or desired by

inner-city area shoppers;

- the particular mix of products needed or desired by

inner-city families; and

- the employment of inner-city residents by food stores. _°

_0 Donald Sexton, Jr., Groceries in the Ghetto, (Lexington,

Massachusetts: D.C. Heath and Co., 1973), p. 119.
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(5.) Operating Problems
Reasons supermarkets did not return to inner cities were

detailed four years later by Donald R. Marion of the University of
Massachusetts:

". the operating of inner-city stores created a very

real problem for most of the firms participating in the

study. Inner-city supermarkets had substantially

higher operating expenses and lower net profits than
supermarkets in other areas. The factors principally

responsible for observed differences in operating

performance can be mostly grouped into three general

problem areas--total sales volume, labor, and crime.

The problem.., is a most difficult and complex one.., it

may represent the key to redevelopment of the inner city

and to business opportunity for industry firms, in

addition to the obvious effect upon food supplies and

prices for inner-city residents" l_

The problems associated with supermarket operation in the

inner city are extensive and interrelated.

- Volume to Offset Higher Costs

Robert Wunderle, economist and former vice president of

public affairs for Supermarkets General, has said that

the impetus to go into inner-city markets is the
"concentration of population. We know the market is

there and we know the market is, for the most part,
underserved. ''12

But, population density is not sufficient to cover the
additional costs including clogged access roads which

increase delivery costs, higher electrical bills due to

extensive lighting used as a security measure, higher
costs of rents, insurance and city taxes.

- Labor - A Major Operating Expense

Supermarkets operating with iow margins are labor
intensive. Since labor can represent as much as 50% of a

store's total operating expense, supermarkets seek a

stable, high-quality labor force to maintain cost
controls. In inner city this can be difficult to attain

because of high absenteeism and turnover.

_ Donald R. Marion, Supermarkets in the City, Cooperative

Extension Service, (University of Massachusetts, Amherst: 1974),

pp. 37-38.

_2 Stephen Bennett, "Is there Profit in Inner City?",

Progressive Grocer, December 1988., pg. 48.
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- Security Needs
Only violence itself deters business more than threats to

the security of customers, employees and property.

Security violations can be life threatening, are costly
to supermarkets and to consumers while driving up the
cost of doing business.

- City Governance

Doing business in the inner city requires that
supermarket operators deal with the intricacies of a

large city's regulatory and permit process. This can be

confusing, costly and time consuming to supermarket

operators trying to do business in the inner-city area.

City offices have to be dealt with in determining

traffic patterns, public transportation plans, rerouting

buses and placement of facilities that might contribute

to the customer base. Operating methods of city agencies

are an important factor in encouraging or discouraging
prospective supermarket operators.

A study done in New York City disclosed that primary problems

of supermarkets going into the inner city were finding appropriate

and affordable space and getting through the City's approval

process. _3

(6.) Impact on the Poor

Sylvia Lane of the University of California, Davis summarized

most of the poor's disadvantages with regard to food:

"Thus the poor are apparently disadvantaged in their food

selection by initially having more stringent budget
constraints than the non-poor. They often pay higher

prices for food, generally because of where they shop,

further limiting their access to food." _4

The following illustration by Alex Kotlowitz _s is typical of

the hassle the poor have to go through. He tells of a Chicago

mother, a participant in welfare: once a month upon receipt of her
benefits check, she hired a gypsy cab to take her out of the

neighborhood to shop. She went to three stores, all of which

_3 Food is Not Like Socks, Community Food Resource Center, Inc.

(New York, New York: August 1988), p.6.

_4 Sylvia Lane, "Poverty, Food Selection and Human Nutrition"

Agricultural Food Policy Review: Proceedings of Five Food Policy

Seminars, (USDA ESCS: September 1978), p. 35.

:5 Alex Kotlowitz, There Are No Children Here· (New York, New

York: Doubleday, 1991), p. 140-141.
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